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(b) Generally, you must pay equal
monthly installments, of principal and
interest, beginning five months from
the date of the loan as shown on the
Note. SBA will consider other payment
terms if you have seasonal or fluc-
tuating income, and SBA may allow in-
stallment payments of varying
amounts over the first two years of the
loan. There is no penalty for prepay-
ment for disaster loans.

(c) For certain disaster business
physical and economic injury loans, an
additional payment, based on a per-
centage of net earnings, will be re-
quired to reduce the balance of the
loan. This additional payment will not
be required until 5 years after repay-
ment begins.

[61 FR 3304, Jan. 31, 1996, as amended at 75
FR 14333, Mar. 25, 2010; 77 FR 12157, Feb. 29,
2012]

§123.204 How much can your business
borrow for post-disaster mitigation?

For mitigation measures imple-
mented after a disaster has occurred,
you can request an increase in the ap-
proved physical disaster business loan
by the lesser of the cost of the mitiga-
tion measure, or up to 20 percent of the
verified loss, before deducting com-
pensation from other sources, to repair
or replace your damaged business.

[75 FR 14333, Mar. 25, 2010]

Subpart D—Economic Injury
Disaster Loans

§123.300 Is my business eligible to
apply for an economic injury dis-
aster loan?

(a) If your business is located in a de-
clared disaster area, and suffered sub-
stantial economic injury as a direct re-
sult of a declared disaster, you are eli-
gible to apply for an economic injury
disaster loan.

(1) Substantial economic injury is
such that a business concern is unable
to meet its obligations as they mature
or to pay its ordinary and necessary
operating expenses.

(2) Loss of anticipated profits or a
drop in sales is not considered substan-
tial economic injury for this purpose.

(b) Economic injury disaster loans
are available only if you were a small

§123.301

business (as defined in part 121 of this
chapter) or a private non-profit organi-
zation when the declared disaster com-
menced, you and your affiliates and
principal owners (20% or more owner-
ship interest) have used all reasonably
available funds, and you are unable to
obtain credit elsewhere (see §123.104).

(c) Eligible businesses do not include
agricultural enterprises, but do in-
clude—

(1) Small nurseries affected by a
drought disaster designated by the Sec-
retary of Agriculture (nurseries are
commercial establishments deriving 50
percent or more of their annual re-
ceipts from the production and sale of
ornamental plants and other nursery
products, including, but not limited to,
bulbs, florist greens, foliage, flowers,
flower and vegetable seeds, shrubbery,
and sod);

(2) Small agricultural cooperatives;

(3) Producer cooperatives; and

(4) Small aquaculture enterprises.

(d) An eligible private non-profit or-
ganization is a non-governmental agen-
cy or entity that currently has:

(1) An effective ruling letter from the
U.S. Internal Revenue Service, grant-
ing tax exemption under sections
510(c), (d), or (e) of the Internal Rev-
enue Code of 1954, or

(2) Satisfactory evidence from the
State that the non-revenue producing
organization or entity is a non-profit
one organized or doing business under
State law.

[61 FR 3304, Jan. 31, 1996, as amended at 67
FR 11880, Mar. 15, 2002; 70 FR 72595, Dec. 6,
2005; 73 FR 41254, July 18, 2008; 75 FR 14333,
Mar. 25, 2010; 76 FR 63547, Oct. 12, 2011]

§123.301 When would my business not
be eligible to apply for an economic
injury disaster loan?

Your business is not eligible for an
economic disaster loan if you (or any
principal of the business) fit into any
of the categories in §§123.101 and
123.201, or if your business is:

(a) Engaged in lending, multi-level
sales distribution, speculation, or in-
vestment (except for real estate invest-
ment with property held for rental
when the disaster occurred);

(b) A non-profit or charitable con-
cern, other than a private non-profit
organization;
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